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* .* It is proposed to publish from time to time in Lloyds 
Bank Monthly Review signed articles by economists of 
standing, affording opportunities to exponents of different 
theories to state their case. The Bank is not necessarily in 
agreement with the views expressed in such signed articles. 


Credit 
By Sir George Patsh. 


O remedy for the present trade depression can be found 
N without taking due account of the important part that 
credit plays in world economy. Not only does credit 
materially contribute to periods of trade activity, but it is one 
of the great forces making for an ever increasing measure of 
national and world well being. When credit is readily available 
and confidence assured, trade is good, and progress rapid. But 
when it is withheld or is not in demand through lack of confidence, 
there is stagnation and even retrogression with all their attendant 
consequences. 

While bankers and investors of all countries participate in 
this all-important work, those of Great Britain have in the past 
been mainly responsible for the supply of current credit for the 
movement of produce between the nations, as well as for a 
large share of the supplies of permanent credit and of capital 
for expanding the world’s productive power and its means of 
distribution. 

The investment of capital abroad by Great Britain and by 
other countries, largely in the construction of railways and other 
means of communication to open up the undeveloped parts of 
the world, not only causes trade activity during the periods of 
investment and construction, but brings about a permanent 
expansion of trade by creating new markets in which to sell 
manufactured goods in exchange for the products of the newly 
developed districts. 

These capital investments and this creation of new markets 
furthermore increase the prosperity of the manufacturing nations 
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by expanding the demand for their products, thus causing their 
productive power to expand also. 

In this way an expansion in the output of foodstuffs and of 
raw materials is attended by a corresponding expansion in the 
output of manufactured goods, the productions of the world are 
balanced, and an ever-expanding volume of trade is rendered 
feasible. 

In considering the present trade depression, account must 
be taken, in the first place, of the dislocation of credit by the 
War. It is true that this dislocation was in some measure 
adjusted by the British Government guaranteeing the due 
payment of all bills of exchange for which British Accepting 
Houses were liable, and also by the willingness of American 
bankers and investors to supply large amounts of credit for 
international purposes. Nevertheless, disturbance has continued 
until the present time, and even now the flow of credit and capital 
into normal channels has not been fully resumed. In part this 
has been due to the necessity of restoring European productive 
power from its war injuries. This has demanded the use of a 
large amount of credit and capital which otherwise would have 
been available for world development and the creation of new 
markets. In part it has arisen from the action of many countries 
in creating new manufacturing industries by the aid of both 
national and foreign credit, and from the fact that many of these 
industries are now proving more or less redundant by reason 
of the restoration of the productive power of the war-stricken 
nations. In part it has resulted from the war debts and burden 
upon many nations of other obligations both national and inter- 
national, which tax their powers of payment and reduce their 
financial strength. And in part it has come from the depreciation 
of the currencies of many countries which curtailed the resources 
of the bankers of those countries and ruined their investors, 
whose savings had so materially contributed to the progress of 
their own nation as well as of other nations. In brief, the war 
and its consequences have affected in the most extraordinary 
manner the world’s credit system and have created a situation 
of great difficulty. 

Owing to the war and the work of reparation the demands 
upon the international money markets that continued to operate 
freely have thus been quite unprecedented and have severely 
taxed the resources of both bankers and investors in those 
markets. 
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Fortunately the banking law of the United States was 
revised just before the war and gave the National Banks of that 
country the power to grant approximately twice as much credit 
as formerly, without needing to make any addition whatever to 
their cash reserves, thus enabling American bankers to meet the 
very urgent demand for bank credit which arose in the earlier 
years of the war. The demand for American products both 
during and after the war was, however, so great that in spite of 
the grant of exceptionally large banking and investment credits 
for international purposes, vast imports of gold into the 
United States became inevitable. The amount was indeed so 
large that the cash reserves of American bankers were 
doubled, thus permitting them to grant a still greater amount 
of credit. 

Moreover in this country the mobilisation in the Bank of 
England of the whole of the country’s gold resources, and the 
creation of several hundreds of millions of Currency Notes, 
which gave British bankers much larger cash reserves, enabled 
them to grant about two-and-a-half times as much credit as they 
were able to grant in pre-war days. 

Thus the bankers of America and of Great Britain were able to 
grant something like three times as much credit as they were able 
to grant before the war. It was these great creations of banking 
credit, plus the huge creations of investment credit in the United 
States, together with the smaller creations in Great Britain, that 
met the world’s heavy requirements in a time of exceptional 
pressure. America and Great Britain together, during and since 
the war, have not only supplied their own peoples with almost 
fabulous sums of banking and investment credit, but have 
supplied other nations on balance with approximately £7,000 
millions of short and long credit and capital. 

It is unquestionable that the maintenance of the prosperity 
of the world at so high a level in the past sixteen years, notwith- 
standing the world war with its unprecedented destruction of 
wealth and its dislocation of industry, was due in very large 
measure to the immense amount of credit both banking and 
investment, thus placed at the service of the nations by American 
and British bankers and investors. 

It is sometimes contended that the recent great contraction 
of trade and fall in prices of commodities are due to the failure 
of bankers and investors to continue to supply credit and capital 
on the scale on which it was supplied from 1914 until last year. 
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The truth is that the great buying power of the world and the 
high level of commodity prices could not have persisted for so 
many years but for the efforts that were made to supply 
phenomenal amounts of credit, and that it was impossible to 
continue to make these exceptional efforts under the conditions 
that developed. The war had been fought, the work of 
Reparation had been completed, leaving Russia out of account, 
the productive power of Europe had been re-established and 
increased, and a reversal to more normal conditions was 
inevitable. Moreover the vast amount of credit outstanding did 
not warrant its continuous creation on so great a scale. Borrowers 
were finding difficulty in honouring their obligations, and to have 
supplied them with additional credit on the same scale would 
merely have increased their difficulties in meeting their obliga- 
tions when the time came for them to pay their way out of their 
own incomes. 

The extravagant speculation in securities in the United 
States helped to lengthen the period of credit expansion, but it 
must be acknowledged that neither in America, nor in the rest 
of the world did fundamental conditions afford any justification 
for this speculation nor did they warrant the additional credit 
which it involved. 

As soon as the world’s buying power ceased to be 
maintained by abnormal creations of banking credit, a decline 
in the demand for goods with its attendant consequences 
of a heavy fall in prices and much unemployment became 
inevitable. 

In the discussions now taking place of the measures needed 
to overcome the present trade depression, emphasis is being 
laid (1) upon the necessity for improvements to the machinery 
of credit, and (2) upon husbanding the supplies of gold and 
rendering them far more effective as a basis for bank credit. In 
order to improve matters the Bank for International Settlement 
has been created in the hope that it will enable the gold reserves 
of the world not only to be mobilised but to be rendered much 
more effective than hitherto. It is of course desirable and indeed 
essential that every possible economy should be effected in the 
use of gold and that steps should be taken to maintain and to 
increase the supplies in order to provide for future expansions 
of credit. But if the discussions are confined merely to questions 
of machinery or to gold reserves, or to the supply of credit in 
relation to demand, to rates of interest, and other cognate matters, 
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the day of trade recovery and increased employment may still 
be a distant one. 

At the present time it is imperative to recognise that the 
credit system could never have grown as it has grown if it were 
a mere machine with all its operations standardised and strictly 
regulated by the amount of gold available or by any other merely 
physical factor. It is, on the contrary, a highly sensitive 
organism subject to mental influences as well as to physical 
limitations. It is true that the creation of credit does in some 
measure depend upon the supply of gold and upon other physical 
factors, but however much gold the bankers of the world possessed, 
they would not and could not grant loans, if there were any serious 
doubt about their repayment when due. It is axiomatic that 
credit flows freely only in an atmosphere of confidence and 
certainty, and that it cannot flow freely in an atmosphere of 
distrust and uncertainty. In the last resort it must be 
remembered that bank credit is supplied by the public to 
the banker in the form of deposits, and that if the banker 
were known to be risking the deposits placed in his care for 
safety as well as for use, he would soon find himself without 
resources. 

One of the first questions to be asked therefore in a period of 
trade depression when credit has begun to flow less freely is, 
“* how has it come about that confidence is disturbed and what 
are the steps needed to restore it ? ” 

In the great trade depression of the nineties of last century, 
when the prices of commodities fell to their lowest level in 
modern times, it was realised that the depression could not be 
cured as long as America continued to pursue a policy which 
excited grave distrust both at home and abroad, there being at 
that time a real danger of her deciding to pay her debts in depre- 
ciated silver instead of in gold. Cheap money was powerless 
to overcome the distrust, the Bank of England’s rate of discount 
remaining at 2 per cent for a period of no less than two-and-a- 
half years without bringing any improvement. Nor had increasing 
new supplies of gold any effect upon trade or upon prices. 
These new gold supplies more than doubled in a few years, but 
prices continued to fall. It was not until measures were taken 
effectively pledging America to the gold standard, that distrust 
was replaced by confidence, and that America, and with her the 
entire world, came out of a period of great distress into a period 
of expanding prosperity. 
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In the same way the question now to be asked is “ what is 
the cause of the present lack of confidence with its attendant 
trade depression and falling prices ?”’ Clearly the new supplies 
and the present stocks of gold are not the cause. Indeed the 
stocks of gold both in France and in the United States would 
permit of a very large further expansion of banking credit. Nor 
is it due to lack of machinery, for it is recognised that the world’s 
credit machine was never as efficient as it is to-day. Bankers’ 
loans have ceased to expand with their recent rapidity, more 
especially in the United States, and the investors of the world, 
including those of America and Great Britain, have reduced the 
amounts of new permanent credit and of capital they are willing 
to supply for much more fundamental reasons than questions of 
mere machinery. These factors are what demand consideration. 

It is sometimes imagined that confidence is a condition that 
can be created at will and that all that is needed to convert an 
atmosphere of distrust into one of confidence, is for every one 
to affirm his optimism. But this is no more possible in the 
economic world than it is in other spheres. Confidence depends 
upon the soundness of basic conditions. 

If the policies pursued by nations, as well as by individuals, 
are sound, confidence cannot fail to be created, but if they are 
unsound, distrust must sooner or later be the result. Are the 
present policies of the nations and of individuals so well 
considered that they cannot fail to inspire confidence in the 
minds of those who have it in their power freely to grant 
additional credit, whether they be bankers or investors, as well 
as in the minds of those who, given sound conditions, would be 
willing and able to employ large sums of additional credit ? 
When this question can be answered in the affirmative the day 
of trade recovery will not be distant. 

The chief cause of the present lack of confidence, with its 
attendant trade depression, is an entire absence of understanding 
of fundamental conditions on the part of those directly responsible 
for the affairs of the nations. Never were underlying conditions 
more favourable to great prosperity, and never were the policies 
of the nations more effective in causing severe depression. 

Thus the progress of Science, in farming, in manufacturing, 
in transportation and in banking, has given the world far greater 
powers of wealth production and distribution than it has ever 
previously enjoyed, and all that is needed to bring about a very 
great expansion of trade and of income is that the nations should 
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take advantage of this progress. But this they are most unwilling 
to do. Indeed this progress of Science seems to be regarded 
with feelings of suspicion and anxiety, and vigorous efforts are 
made to stultify its consequences. Never did the progress 
of Science call as it is calling to-day for a new system of 
complete world economy, and never were the nations more 
determined to maintain the old and inefficient systems of national 
economy. 

A secondary cause is the great volume of obligations, both 
national and international, which the war and its aftermath have 
involved. For these to be honoured, nations and individuals 
must be able to dispose of their products and services with the 
utmost freedom. But such a course meets with the strongest 
possible opposition, especially from America, notwithstanding 
the largeness of the world’s debt to her. That country 
increases her barriers to trade as the difficulties of her debtors 
become greater. France who is entitled to great sums annually 
for Reparation, rather than buy freely, is demanding payment 
largely in gold, to the injury of the entire world. 

Were every possible assistance and facility given to the 
debtor nations, to whom so much credit has been granted, or 
upon whom has been placed the duty of making Reparations, to 
perform their tasks, the difficulty of meeting their obligations 
would still be exceedingly great. But under the conditions now 
imposed, these tasks are rendered quite impossible of performance. 

A third cause is the failure of Great Britain to resume her 
pre-war role as the greatest investing nation and to take up again 
her great work of opening up the world to settlement. Prior to 
the war Great Britain not only supplied the world with a greater 
amount of capital than any other nation, but she willingly 
received the products of her debtors in payment, thus building 
up her own prosperity upon the increasing prosperity of the 
nations she assisted. That Great Britain since the war has 
become extravagant and relatively thriftless and backward 
is not only a misfortune to herself, it is injurious to the entire 
world. 

In no small measure this deterioration in the character of the 
British people is the result of excessive taxation which penalises 
enterprise and greatly reduces both the desire and the capacity to 
accumulate new capital. Before it will become possible for 
Great Britain to resume the all-important work she performed in 
pre-war days of opening up the world to settlement and of 
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supplying capital for productive purposes both at home and 
abroad on the scale which she was then able to maintain, great 
economies will have to be introduced into her unproductive 
expenditures and more especially into her present huge and 
excessive Governmental outlays. Only by means of a substantial 
reduction of taxation will it become possible for the nation to 
regain her confidence, to resume her former activities, and to 
make the large contribution she is capable of making to the 
recovery and to the progress of the entire world. 

But the United States, France and Great Britain are not 
alone responsible for the lack of confidence which now prevails 
and which is the cause of the present great depression of trade. 
Almost every country, whether it be in Asia, in Australasia, in the 
Americas, in Africa, or in Europe, by reason of its economic or 
of its political policy, is in some measure responsible for the 
present situation—a situation without precedent. And before 
this situation can be rectified every nation must consider the 
wider interest as well as what it conceives to be its particular 
interest. Confidence cannot be restored if every nation does its 
utmost to destroy it. 

It cannot be too clearly realised that the lives of nations 
to-day are no longer governed by national economy, and that 
they are dependent as never before upon world economy. 
Nations cannot prosper, indeed they cannot maintain their 
present standards, without international credit and international 
trade. Thus policies which destroy confidence, injure credit and 
cause trade depression, are contrary to the best interests of the 
nations guilty of such action. 

The present situation cannot be rectified until each nation 
takes careful stock not only of its own position but also of the 
position of other nations, in order to bring its national policy into 
harmony with a policy designed to restore the entire world to 
prosperity, and to ensure that great future growth of prosperity 
which scientific invention has rendered feasible. When the 
nations are prepared to re-adjust their policies and to create 
confidence by acting reasonably both nationally and 
internationally, mental conditions will again become favourable, 
confidence will revive, credit will flow freely and trade will 
expand more rapidly than it has ever been permitted to expand 
in the past. 

Is it vain to hope that such action will be taken with the 
least possible delay ? 





347 


Commodity Price Movements 
B’ common consent, the outlook in the commodity markets 





is regarded as one of the most important factors to 

be considered at present. Between January, 1929, and 
October, 1930, the average level of wholesale prices fell in 
England by 22 per cent and by corresponding amounts 
elsewhere. The decline was more or less continuous, which has 
meant that during the whole of that period, traders have been 
operating upon a falling market. Time and time again they 
have deferred buying in the sure knowledge that prices would 
be still cheaper the following week. Stocks of finished goods 
have been reduced to a minimum, and production has been 
restricted, for no one has cared to carry huge stocks whose 
money value is continually decreasing, and no one has cared 
to manufacture what he saw no prospect of selling. Meanwhile, 
harvests have been as bounteous as usual, and there have still 
been the same number of men in need of work. This partly 
explains the huge stocks of primary foodstuffs and raw materials 
still in existence, and the swollen unemployment totals both 
here and throughout the world. 

With the causes of the fall in the price-level this article 
is not concerned. Its purpose is rather to discuss some of 
the effects of that fall. The first and most important point 
to realise is that not all prices and costs have fallen in the same 
degree. Thus the cost-of-living in this country has onl 
fallen by 6-6 per cent, and inasmuch as wages and the cost-of- 
living are to a large extent governed by each other, wages 
too have tended to remain unchanged. National taxation 
has gone up, and the tightening of the burden of local taxation, as 
the result of derating, is at the best only a partial offset. As 
regards interest charged on debentures and other debt, short- 
term interest such as that on bank overdrafts is sometimes lower, 
but, except where a producer has been able in the intervening 
period to re-borrow on more favourable terms, the long-term 
interest on debentures has necessarily remained unchanged. 

The result is that the manufacturer has had to strive to 
maintain unchanged the margin between the cost to him of his 
raw material, and the price at which he sells his finished product, 
and he has had to do this in the face of a falling market. His 
problem can be readily illustrated. Assume that in January, 
1929, his material cost him £100, his costs came to £50, and he 
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could sell his product at £155, leaving him a profit of £5. Next 
assume that by October, 1930, his materials had fallen by 30 
per cent to £70, but that his costs had remained unchanged. 
Then, if he is to keep his profit of £5, he can only reduce his 
selling price by £30, that is from £155 to £125, or by 19°4 
per cent. If he reduced his selling price by the same 30 per 
cent as his raw material had fallen, it would be down to £104 Ios., 
against an outgoing of £120. Thus he would incur a loss of 
£15 10s. A reduction of 22-6 per cent in his selling price would 
be enough to wipe out his profit. 

What actually has happened in two specific cases between 
January, 1929, and October, 1930, is illustrated by the following 
table, which deals with cotton and wool. Ineach casea particular 
= ° raw material, and a particular kind of yarn has been 
selected. 


January October Intervening 
1929." 1930." Fall. 

d. per Ib. d. per Ib. Per cent. 
Raw Cotton oe se ‘eo 10-55 6-26 —40-6 
Cotton Yarn... as ~-- 15°25 9-50 —37-6 
Spinner’s Margin oe on 4-70 3-24 —31-0 
Wool Tops ws = - 24 —48-9 
Worsted Yarn .. én én 64 41 —35-9 
Spinner’s Margin an 17 17 — 


These figures must be regarded as purely illustrative, for 
to mention but one practical defect, they take no account of 
wastage, but assume that a pound of raw cotton can be spun into 
a pound of yarn. Still they show that in the one case (wool) the 
manufacturer has kept his margin, with the result that the two 
prices (raw and finished) have fallen by dissimilar amounts. In 
the other case (cotton) both prices and also the margin between 
them have lost almost equally. 

The “ Financial Times” has recently published figures 
showing what has happened, taking the industrial field as a 
whole. These are reproduced below. 


Fall since 
January, 1929, 
per cent. 
Raw Materials ia ia si ‘a 33°6 
Partly-finished Goods =e - mn 26-1 
Finished Goods .. ue “a 9-5 


Cost-of-living oe oe ee oe 6-6 
It would be unwise to generalise too dogmatically from these 
figures, which represent average movements over the whole 
industrial field rather than fluctuations in any particular trade. 





349 


On the whole, manufacturers have met with some success in 
their efforts to prevent their selling prices—and so their margins 
—from falling in the same proportion as the prices of the raw 
materials they use ; and it is noticeable that the nearer various 
articles approach completion, the less has been the fall in their 
price. It must be remembered, however, that even if in many 
trades manufacturers have successfully maintained, during this 
period of falling prices, the margin they initially enjoyed in 
January, 1929, it does not follow that these margins were in 
themselves adequate to cover all working costs and leave an 
equitable margin of profit. In many instances, too, as in 
the cotton example quoted above, the margin has not been 
maintained. ‘Thus, sufficient has been said to show that a 
falling price level combined with stationary costs can inflict other 
serious losses upon manufacturers than those arising from the 
depreciation of stocks held in their warehouses. 

The troubles of the producer of raw materials and foodstuffs 
are even more pronounced, for his costs have remained 
stationary, while he has had to stand the full brunt of the fall 
of 33°6 per cent in raw material prices, which to him are selling 
prices. Losses on this scale have been and are being inflicted 
upon the wheat grower in England, Canada, Australia and 
in foreign countries; upon the wool and maize growers of 
Australia and the Argentine; upon the sugar growers and 
rubber planters of Cuba, Malay and the East and West Indies ; 
and upon miners of copper and tin all over the world. The 
impoverishment of all these areas, and the inability of their 
population to buy the world’s manufactured goods are thus 
easily appreciated. 

What, then, is the most likely solution of these price 
divergences which go so far to explain the present trade 
depression. Clearly either prices must recover, or costs must 
come down, and it is equally clear that the latter will be 
everywhere a long and painful process. A recovery in the 
prices of primary products, and also in those of finished goods 
is, however, by no means out of the question. Prices have 
fallen to their present low level, largely because people have 
been afraid to buy. Once convince the world that prices 
have already fallen too far, and that it is dangerous to wait 
any longer, and a buying movement will be stimulated which may 
easily carry prices back to more rational levels. Meanwhile 
producers and manufacturers should spare no effort to cut 
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their costs and to impress upon their Governments the 
fundamental need that they should cut their administration costs 
in their turn. The low level to which wholesale prices have 
fallen, both here and abroad, and the many signs that the decline 
may now be approaching its end, together mean that now is 
the time to buy and to take advantage of the current cheapness. 
Let the world act upon this knowledge and recover its confidence, 
and let Governments order their affairs in such a way as to 
inspire confidence and promote thrift, and the wholesale price 
curve will quickly turn upwards, and with it draw the world 
out of the depths of the trade depression. 


Finance and Industry 
(6) The Joint Stock Bank: (d) Acceptances 
AST month we completed the analysis of the joint stock 





bank’s direct liabilities and assets, including among 

the former, capital, reserves, deposits and notes; and 
among the latter, cash, call money, discounts, investments, 
advances and certain other items. 

There remain two entries which appear at the foot of 
each side of Lloyds Bank balance-sheet. The first of these 
is called “‘ Acceptances ” on the liabilities side, and “ Liabilities 
of Customers for Acceptances, as per contra” on the assets 
side of the balance-sheet. The second is similarly called 
“Endorsements, Guarantees and other Obligations” and 
“* Liabilities of Customers for Endorsements, Guarantees, and 
other Obligations, as per contra,” according to whether it 
appears on the liabilities or assets side of the balance-sheet. 

The first important point to notice is that exactly the same 
figures are entered on each side of the balance-sheet in respect 
of these items, and this gives us the key to their nature. The 
truth is these items represent obligations undertaken by the 
bank on behalf of its customers, which its customers in their 
turn undertake to make good to the bank. To come a little 
closer to the essence of these items, they represent liabilities 
assumed by the bank of a deferred and contingent character— 
deferred, because as shown below, they do not fall due until 
some future date; and contingent, because the bank is in 
every case acting as the guarantor and even as the agent of 
its customers, who normally can be expected to fulfil the 
obligations which the bank has undertaken upon their behalf. 
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The first item is that of “ acceptances.” Last months’ 
article in this series contained a brief description of a bill of 
exchange, which was defined as an unconditional order in 
writing, given by one person, the drawer, to another person, 
the drawee, requiring him to pay a given sum of money either 
at sight or at some future and defined date to the order either 
of the drawer or of some third party specified in the bill. If 
the drawee agrees, he “ accepts ” the bill by writing the word 
* accepted ” across the face of the bill, and attesting it with 
his signature and the date. Henceforward he is known as 
the “acceptor.” It was further described how the drawer 
could sell the bill, and so turn it into money before it matured, 
and it was shown that the ease with which he could sell it, 
and the price he could obtain for it depended largely upon the 
reputation of those whose names appeared upon the bill. 

Now were a bill to be drawn upon and accepted by a small 
trader in some English country town or obscure corner of 
the world, clearly his name would not be known to those in 
the City of London who make it their business to buy bills. 
Yet he might be a perfectly sound and honest man, who always 
met his bills when they fell due, and this fact might be known 
to his banker. Thus in return for a small commission, expressed 
as a percentage of the face value of the bill, bankers to-day are 
prepared to enter into arrangements to accept bills drawn 
on their customers. By accepting the bill they give it their 
own backing, and it is obvious that a bill accepted by a leading 
British bank can be discounted much more readily than one 
accepted by a small and unknown trader. Such a bill is known 
as a “ bank bill.” 

Clearly this side of a bank’s activities is of distinct assistance 
to trade. If the seller of goods knows that the bill he draws on 
the buyer will be accepted by a big London bank, he knows that 
he can sell his bill at a better price, and that apart from 
this there is absolute certainty that the bill will be met. 
Hence he will sell more readily and will also quote a slightly 
cheaper price for his goods, all of which helps trade. 

It should be added that the joint stock banks have only 
undertaken this work on an appreciable scale within the last 
twenty years. There have long been in existence in the City of 
London a group of famous institutions known as Accepting 
Houses, and, as their name implies, one of their main activities 
is that of accepting bills on behalf of their clients, who are 
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scattered all over the world. Still, whether it is a bank or an 
accepting house that accepts a bill, the result is the same. The 
bill can be discounted—i.e., sold—in the London or other 
discount markets at the best price, or in more common language 
at the finest rates. 

Where a bank accepts a bill on behalf of a customer, it 
undertakes to pay the bill to any person who presents it upon 
its maturity. This is a definite liability incurred by the bank, 
and though it is a liability not falling due at once, the bank 
has to show it among its liabilities. This explains the presence 
of the item “ acceptances” among the bank’s liabilities in 
its balance sheet, and the figure given represents all acceptances 
given before the balance-sheet was struck in respect of bills 
which have not matured at the date of the balance-sheet. 

Conversely, the customer has undertaken to make good 
to the bank the liability the bank has incurred on his behalf, 
and to do so when the bill matures. The bank, therefore, 
ranks this among its assets, just as much as if the sum due 
from the customer were in respect of a loan made directly to 
him. This explains the existence of the per contra entry 
“ Liabilities of Customers for Acceptances.” 

In most cases, the acceptance of a bill, whether by a bank 
or by any one else, implies the actual sale of goods by the drawer 
of the bill, for it is to obtain payment for his goods that he 
draws the bill. Thus the total volume of a bank’s acceptances 
at any time is a very fair indication of the amount of trade 
that has recently been passing. It is for this reason, namely, 
that acceptances in the main represent actual trade, that Lloyds 
Bank, following the recommendations of the Cunliffe Committee, 
shows acceptances as a separate item, excluding therefrom 
confirmed credits, which only represent a prospect of trade 
which may or may not be realised. Confirmed credits, together 
with all other items coming under the second heading of 
“Endorsements, Guarantees and other Obligations ” will be 
described next month. 


Notes of the Month 





The Money Market—At the beginning of November, 
an abrupt change occurred on the money market. Previously 
money had been easy and abundant, with the market discount 
rate upon three months’ bank bills down nearly to 2 per cent, 
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and day-to-day loans quoted at 1? per cent, and under. In 
early November, however, a sudden stringency developed. 
Rates for day-to-day money at times ran up to 3 per cent, and 
it was only special buying of short bills by the Bank of England 
that saved the market from having to borrow at the Bank. 
Discount rates were affected by this stringency, and rose for 
a time to 2} per cent for three months’ bills. Later in the 
month the rate eased to 2,5; per cent, as a result of special 
buying of bills, but even so it has remained definitely above 
the low level current in October. Among explanations of 
this change, it is noticeable that the Bank of England has reduced 
its holding of Government securities by over £10,000,000 
since October Ist, and this may indicate that it was thought 
time to put an end to the easy conditions that previously had 
existed. If so, the steps taken towards this end have proved 
successful, and certainly it must be admitted that a market 
discount rate of 2,\; per cent was far too low in comparison 
with a Bank rate of 3 percent. Another cause of the stringency 
and of the rise in discount rates was to be found in the recent 
heavy withdrawals of French balances from London, discussed 
in the following note. 

The Foreign Exchanges—The suspension of the Banque 
Adam, followed by those of several smaller French banks, which 
occurred in the first week of November, had a serious effect 
upon French confidence, which was not wholly restored by the 
reopening of the Banque Adam the following week, and 
many French banks felt it necessary to strengthen their cash 
resources. To do this, they have lately been drawing heavily 
upon their foreign balances, and the sales of sterling against 
francs required to finance these operations at once depressed 
the Paris exchange to the point where standard gold could 
be profitably bought from the Bank of England, refined up 
to the degree of fineness required by the Banque de France, 
and shipped to Paris for sale to the latter institution. The 
first shipment, amounting to £295,000, was made on November 
6th, and since then a steady stream of gold, at the rate of 
approximately £300,000 a day, has continued to flow out of 
the Bank of England to France. Paris has also bought the 
bulk of the new Cape gold on offer in the London market each 
Tuesday. Other important exchanges, such as those on New 
York, Berlin and Amsterdam, have remained very steady, 
though in each case the pound has stood at a discount. Spanish 








354 


pesetas have improved from their low record of October, on 
the news that the assistance of the Bank for International 
Settlements was being sought as part of the steps being taken 
to carry out a stabilisation scheme, but later in November they 
lost ground again on the news of the labour troubles. South 
American rates have remained irregular. 

The Stock Exchange—The upward movement in the 
gilt-edged market, which had been so pronounced a feature 
of recent months, was checked early in November, partly as 
a result of the gold losses to France, and the firmer tendency 
of discount rates. It is quite likely, however, that the check 
will prove only temporary, as the investor is still confining 
himself to stocks of unimpeachable security. Moreover, the 
continued success of new issues of a high-class character— 
including last month the London and North Eastern, the 
Central Argentine Railways and the Gas Light and Coke 
Company debenture issues, the new South African Loan and 
the Central Electricity Board’s 4} per cent stock—shows that 
there is still plenty of money awaiting investment. Apart from 
the general check to gilt-edged prices, a certain amount of 
exchanging out of War Loan into longer-dated British 
Government securities has been in evidence, inspired probably 
by rumours of an impending War Loan conversion scheme. 
As regards other markets, Australian stocks, have followed 
the course of political events in the Dominion, improving on 
Mr. Scullin’s emphatic denunciation of debt repudiation. 
Among foreign bonds, German issues have been stead‘er, and 
South American bonds improved on the news of the Brazilian 
revolution. Later in the month, both German and Brazilian 
bonds once more lost ground. Home rails at one time were 
a shade firmer, but the opening of the wage negotiations with the 
Companies’ extensive demands had a depressing effect. Among 
foreign rails, Argentine stocks improved early in November, 
only to react later. Industrials have lately been steadier, 
with at times one or two good features, including shares in 
companies making motor cars and electrical apparatus. Reports 
and dividends, however, are now beginning to reflect the 
depressed conditions of recent months, and will continue to 
do so for some time, even if trade were to improve to-morrow. 
This is naturally having a bad effect upon share prices. The 
rubber market has been a little firmer, but business has been 
restricted. The oil market stood up well for a time against 
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crude oil price reductions in America and selling from Paris 
caused by the French bank failures, but no definite improvement 
occurred and in the end Continental selling depressed prices. 
Dealings in mining shares have been very limited. 

Overseas Trade——Taken by themselves, the October trade 
returns are rather more encouraging than those of previous 
months. Imports, at {90-9 millions, show an increase of 
£12-2 millions over September; British exports, at £46-9 
millions, one of £4:2 millions ; and re-exports at {7-2 millions, 
one of {1-8 millions. In interpreting these results, it must 
be remembered that our trade normally expands at this time 
of year, and so it cannot be assumed that the general trade 
curve has yet turned upwards. Raw material imports, too, 
failed to join in the general improvement, and this again suggests 
that the corner has not yet been turned. The figures for the 
first ten months are given below :— 


Increase (+) 


Description. Jan.-Oct., | Jan.-Oct., | or 
1929. 1930. Decrease (—). 

£ mill. £ mill. £ — 
Total Imports .. ie we and «+| 1,007-2 875-8 —131-4 
Retained Imports si il on 1. 9136 800-9 —112-7 
Raw Material Imports aa we 278-4 213-7 — 64-7 
Total Exports, British Goods - at 608-0 488-0 —120-0 
Coal Exports .. “a 40:0 38-9 — ll 
British Manufactured Goods, Exports “ 480-6 379-4 —101-2 
Re-Exports os +a 93-6 74-9 — 18-7 
Total Exports .. - oe iin 701-6 562-9 —138-7 
Visible Trade Balance # oa .. —3056 (—312-9 — 7:3 


It is clear from these statistics that, even if November 
and December continue the October improvement, the results 
for 1930 will make sorry reading. Even after making every 
possible allowance for the effects on the figures of the fall in 
prices, the volume of our export trade for 1930 will be far 
below that of the preceding year. 


Home Reports 
The Industrial Situation 


Recently there have been one or two signs of impr ovement. 
The October trade returns were less discouraging than in 
previous months, and though the expansion in our foreign 
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trade was largely seasonal, it is something that for one month 
at least this factor was able to overcome the general depression. 
Wholesale prices, too, have lately been more stable, though 
here the renewed break in wheat prices which occurred towards 
the end of November comes as a sharp reminder that the dangers 
arising from the existence of huge stocks of staple commodities 
have by no means yet been overcome. Reports from certain 
of the textile industries are also now a little more encouraging. 
On the other hand, October iron and steel production was 
most disappointing, and the coal trade is seriously unsettled 
as a result of the changes in conditions imposed by the new 
Act. There is no sign yet that the Government is even beginning 
to tackle the problem of enforcing economy and so restoring 
confidence in the business world, while abroad the recent 
American and French bank failures may retard any general 
improvement in world trade. Thus the most that can be 
said is that in a few respects the position is not quite so bad 
as it was earlier in the autumn. 


Agriculture 





England and Wales.—An official report states that potato- 
lifting has been retarded by bad weather, but that in the drier 
areas the bulk of the crop had been secured by the end of 
October. Root crops are expected to be below the average. 
Grass has made good progress, and live-stock remained in 
good condition except in wet and low-lying areas. Milk yields 
were normal. 

Scotland.—Cultivation is well forward and good reports 
regarding ryegrass and clover seeds have been received. Disease 
has been prevalent among the potato crop in the North East 
of Scotland, but other root crops are good and the beet crop 
promises to be heavy. Deliveries of grain have been moderate 
with prices firm, especially for barley, this being due to a better 
demand from distillers. The potato trade is quiet, and prices 
are inclined to droop. Live stock supplies have been good, 
and except for best quality bullocks prices have had a downward 
trend. 


Coal 


The normal seasonal demand for house coal is in evidence, 
but export business is still held up by uncertainties regarding 
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such effects of the new Act as the forthcoming reduction of 
hours, and the consequent wage negotiations and marketing 
schemes. 


Hull—Shipments continue at a fairly satisfactory rate, 
but they represent mostly old orders, and very little new 
business is being concluded. 


Newcastle-on-Tyne—The working of the new Coal Mines 
Act—particularly in the Northumberland area—presents many 
difficulties, and is causing considerable apprehension. 


Sheffield —Export prices are strong, and demand is fairly 
steady. The colder weather has stimulated demand for 
household coal. Business in industrial fuels shows a slight 
improvement. 


Cardiff—Some good orders have been received from 
abroad, but the immediate outlook in the coal trade is 
unfavourable as the conferences between coal owners and 
miners have not made clear what is likely to happen on Ist 
December, when the shorter hours of work come into operation. 


Swansea.—The steam coal market remains unsatisfactory. 
Most anthracite collieries are working full time, particularly 
those producing coals of higher quality. The demand for 
red vein coals is, however, unusually poor for the time of the 
year, and collieries have difficulty in clearing stocks of this 
quality. The progress of the negotiations as to wages and 
hours of work is being watched with great anxiety. 


Glasgow.—Though the home demand has expanded it 
still falls considerably short of what is expected at this season, 
and in the absence of improvement in export trade, as the 
result of keen Polish competition especially in Scandinavian 
markets, large and small coals are obtainable without difficulty 
for shipment. Exporters at present are refraining from quoting 
for long term contracts, as they realise that it is impossible 
to tender attractive prices to foreigners owing to the difficulty 
of determining the effects of the Coal Mines Act and Collieries 
Schemes. 

East of Scotland—In Fifeshire both navigation coal and 


steams are a little firmer, but Dysart main is still a weak market. 
The position in the Lothians is not so good, navigation coal 
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being completely out of favour, while splints are very little 
better. Washed fuels are dull on both sides of the Forth. 
The recent spell of cold weather has stimulated the usual seasonal 
demand for house coal. 


Iron and Steel 


No improvement is yet apparent. There was a net 
reduction of eight during October in the number of furnaces in 
blast, and the month’s production statistics, recorded on page 
375, are most disappointing. 

Birmingham.—Business has remained very disappointing, 
better grade marked bars being perhaps the best feature. There 
is a Shade more enquiry for constructional steel. 


Sheffield —Further weakness has developed in the crude 
and heavy sections of the steel trade, but this has been counter- 
balanced by a slight improvement in finished steel and light steel 
products. The production of open hearth steel shows a further 
decline, but the output of stainless steels and irons has improved. 
The scrap market is stagnant. 

Wolverhampton.—_Demand is poor and competition keen. 
Tube manufacturers are quiet. 

Swansea.—The closing down of the Llanelly Steel Company’s 
works is evidence of the present plight of the steel industry, 
and its inability to cope with cheap Continental steel. Demand 
for tinplates remains quiet, despite the recent reductions of 
the minimum selling price. It is now announced that the 
minimum selling price is to be abolished, but the system of 
quota production will be maintained. 

Glasgow.—Export trade remains restricted, largely due to the 
unsettlement in Continental markets. Home business is also 
scarce, and makers have seldom more specifications on hand than 
will ensure steady employment for a short time ahead. Even 
so, the majority of plants are only partially occupied. 





Engineering 





Makers of power-house equipment, boilers and lifting gear, 
and electrical engineering firms are fairly busy, while the machine 
tool trade will benefit from the recent Russian order. Only a 





359 


partial stimulus has this year been given to the motor trade by the 
Autumn Show. 

Birmingham.—The heavy engineering trade still leaves much 
to be desired, but electrical engineering is distinctly better, and 
manufacturers of machine tools are fairly well occupied. Motor- 
car manufacturers are busy, but are not working under any 
pressure. Railway carriage builders are quieter. There are 
reports that some foreign orders have been held up owing to 
adverse conditions abroad. 

Coventry.—The motor-car manufacturing trade is, generally 
speaking, quiet, but a few firms are well employed. The 
commercial vehicle trade is dull. Some cycle manufacturers 
report that very satisfactory business resulted from the recent 
exhibition at Olympia. A much keener interest in pedal cycles 
appears to have been taken by the public, resulting in some cases 
in orders being placed greatly in excess of previous years. The 
Machine Tool trade reflects the general state of engineering 
business. The buying of improved types of machines by 
progressive manufacturers continues, but there is much less 
general buying than there was twelve months ago. 

Leeds.—No large orders have lately been received. The 
smaller engineering concerns are fairly well employed. 

Luton——Hydraulic engineers are still fairly busy, but 
orders are beginning to fall away. Motor car manufacturers 
are busy as a result of the show, and lorry makers are doing 
reasonably well. The current activities in the light lorry 
and van trade are regarded as a good sign for the New Year. 

Sheffield —The general engineering trade is fairly steady. 
Railway requirements are steady, but for smaller tonnages 
than usual. The tool trade has improved, but export demand 
remains at a low level. The file section continues to be the 
most unsatisfactory section. 

Wolverhampton.—Constructional engineers have very little 
work in hand. The electrical section is active. Some 
improvement is shown in the motor section, where attention is 
being paid to the new models now in production. 

Glasgow.—Marine engineering is very depressed, as is 
to be expected in view of the scarcity of shipbuilding orders, 
and the prospects in that branch of industry are disquieting. 
Electrical engineers have a fair amount of work in hand. 
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Metal and Hardware Trades 


Birmingham.—The rise in the price of copper that occurred 
a few weeks ago has given an impetus to business, and though 
the mills are still quiet more enquiries are coming forward, 
and the outlook is more hopeful. 


Sheffield —Owing to seasonal buying, chiefly for the home 
market, the cutlery and plate trade has lately improved. There 
is a moderate demand for good class pocket cutlery, spoons and 
forks, and table appointments for the hotel and catering trade. 
The position of sterling silver and plated goods remains 
unsatisfactory. Orders are scarce and competition keen. 





Swansea.—The position of the spelter industry remains 
unsatisfactory, and some of the most important works have 
ceased operations. 


West of England.—Practically every tin mine in Devon and 
Cornwall is now idle, and in the towns affected unemployment 
is severe. ‘This is the result of the slump in the price of tin, 
which has made Cornish mining an economic impossibility. 


Cotton 


Liverpool_——The buying movement which was in evidence 
at the end of October proved to be of short duration, and 
conditions have since relapsed into their now customary state 
of inactivity. Both local trade buying and daily turnover 
are exceedingly small for the time of year, while the promise 
which was recently shown of a better demand for Lancashire 
goods from the Far East has once more failed to materialise. 
Trade reports from the chief centres also indicate a further 
shrinkage in demand. The monthly U. S. Bureau report 
excited little or no interest, as the supply situation is now regarded 
as of much less moment than the consumptive side of the 
industry. The known facts with regard to supply are that 
the quantity of American cotton available is now about 2} million 
bales larger than it was at the corresponding date of last year, 
whilst the principal “ outside” crops are certainly not less 
in size than a year ago. As regards the question of consumption, 
the probabilities are that on the basis of the figures of actual 
forwardings to the trade of American cotton during this season 
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to date, the world consumption of that growth is likely to show 
a decrease of over 1} million bales from the 7 million bales 
used during the first half of the season 1929-30. The problem 
of the disposal of the huge surplus of supplies, therefore, is 
no nearer solution than it was earlier in the season, in fact, 
rather the opposite—and the market cannot yet feel that prices 
are stabilised upon the basis of present levels. 


Wool 


Prices have lately stabilised, and trade is consequently a 
little more active. Leading authorities in the industry, however, 
are extremely unwilling to take a long-distance view of the 
outlook. 


Bradford.—There has lately been a slightly better tone. 
Many enquiries are being received for merino tops, and this has 
caused the prices to be very firm with a tendency to harden. The 
demand for crossbreds is also improving. Thus confidence is 
being gradually restored, and there is a feeling that prices are 
now nearing a basis at which profitable business can be done. 


Huddersfield —Conditions are still quiet. Worsted manufac- 
turers are now showing in London, but buying is very slow. 
Makers of woollen cloths, with the exception of ladies’ and 
sports wear, are finding trade most difficult. 


Hawick.—Although wool prices seem to have found bottom, 
the tweed trade shows very little improvement, and quite a 
number of factories are on short time. Patterns for next winter 
have recently been shown in London, but merchants display 
no anxiety to place orders except for really novel makes. In the 
export trade, orders from both the Colonies and United States 
are very curtailed, while financial stringency continues to affect 
the European trade. Hosiery manufacturers are fairly well 
employed, and some are working overtime, but spinners and 
dyers could both do with more orders. 


Other Textiles 


Belfast—The opening of the new season has shown that 
supplies of Irish flax are limited, as growers are refusing to accept 
current prices. There is a good demand for prime qualities. 
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The Soviet government has not yet made any definite offer in 
regard to the new Russian crop, and this has restricted business 
in yarns, as neither producers nor sellers can commit themselves. 
Still, Irish yarns are now competing more successfully with those 
from the Continent. Weavers report that conditions have 
improved, and that the low level of linen prices is now bringing 
them a steady business. Merchants also report a better demand 
for many lines. 

Dundee.—Raw jute prices are steadier, and although little 
support is accorded by buyers, cloth manufacturers have lately 
secured some orders. Enquiry is active. 


Dunfermline —A rather better feeling is at present evident 
in the Fifeshire linen trade. Prices, it is thought, must now be 
regarded as having touched bottom, but buyers are still slow in 
coming forward. Little business has taken place as yet in the 
raw material, and indications point to quotations from the 
Soviet and Latvian Governments being on the high side. 


Clothing 


Leeds —Winter trade is now improving. Overseas trade is 
bad, mainly as a result of the general depression. 


Leicester —There is a better demand for fancy hosiery, 
especially for children’s goods ; still, most manufacturers are only 
partially employed. 


Leather and Boots 


Northampton.—Leather prices though low remain stable> 
but there is an uncertainty in certain grades. Demand, however, 
is slow except in fancy leathers, where business is good. It is 
reported that good stocks are held awaiting the turn of the 
market. Foreign trade is fair. With the exception of a few firms 
who are fully employed, the boot and shoe business is only 
being kept alive by small orders. Boot factors are holding off 
for lower prices, and retail shops are keeping stocks as low as 
possible. There is a good demand for ladies’ fashion shoes. 
Spring sampling has now begun and judging by the interest 
shown and the keen enquiries, it is anticipated that good orders 
will be secureds 


Leicester —The home trade shows signs of improvement. 
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Shipping 


Hull.—Orders are comparatively scarce, and rates remain 
low. 

Liverpool.—In the absence of demand and a surplus of 
available tonnage, freight conditions have ruled extremely dull, 
and quotations where changed are lower. 

Newcastle-on-Tyne.—The freight market is much restricted 
by the scarcity of orders, and tonnage is readily obtainable. 


__ Cardiff —The position shows no improvement, and there is 
still a surplus of tonnage. 


Glasgow.—The market for tonnage for coal carrying purposes 
is very quiet. In all trades there is a very pronounced scarcity 
of orders, and rates both for West and East coast loading are as a 
whole easy in tendency and at low levels. 


Edinburgh.—In mid-November about twenty vessels were 
on loading turn at the Forth coaling ports but the only real 
activity was in the Leith grain trade, imports being particularly 
heavy at this season. The freight market is normal. 


Foodstuffs 


Liverpool_—Trading in wheat has been quiet, buyers 
showing no anxiety to increase their holdings in face of the 
favourable supply situation. With Canada and Russia con- 
tinuing throughout to offer cargoes freely and with the steady 
accumulation of stocks at places of import as well as of shipment, 
the tone of the market has been very depressed and quotations 
have fallen to levels not witnessed for twenty years. Even reports 
of serious crop damage in the Argentine failed seriously to affect 
the market, and, such is the plethora of supplies, actual and 
prospective, that only the occurrence of a major crop failure 
would be likely to disturb the prevailing bearish sentiment. 
Some comment has been caused by the poor quality of a portion 
of the Russian wheat shipped, some lots having been sold at 
6s. or 7s. a quarter below medium quality English wheat. Maize, 
in spite of a very good consumptive demand in this country, has 
declined to new record low levels on heavy pressure by Plate 
shippers. This cereal has fallen in price from gs. to 3s. 9d. per 
cental in 16 months. 
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During the past month American bacon and hams were in 
very limited supply, and prices fair. Continental bacon was in 
good demand and supplies heavy. Lard was a firm market with 
arrivals small. Butter and cheese were in ample supply, and 
business proved slow and disappointing with an easier tendency 
in prices. In the canned goods section, meats were in moderate 
demand at unchanged prices and fruits met with a better 
demand at their present low values. 


Fishing 


Lowestoft —During October, the landings of wet fish main- 
tained the advance shown in recent months. For the first ten 
months of the year the total landings in Great Britain amounted 
to 17,828,809 cwts. valued at £15,234,703. This represents an 
increase of 663,434 cwts. but a decrease of £370,705 in value. 
The success of the Arctic Fisheries from East Coast ports was 
again a feature of the month. The East Anglian herring fishery 
opened under favourable auspices, with keen competition for all 
the fish brought into Great Yarmouth and Lowestoft. The 
curing of herrings for export to the continent was on an extended 
scale, and this enabled a portion of the Scottish shortage to be 
covered. Shipments to Baltic ports were brisk. 


West of England.—So far, the herring fishing in Mount’s 
Bay has been the best for several years. The long line fishing 
is also fairly good. At Brixham, landings for October amounted 
to 3,585 cwts., valued at £6,992, compared with 4,254 cwts., 
valued at £9,471, for the same period last year. Prices have 
again fallen, owing to a decline in demand. 


Other Industries 





Timber.—The Hull trade was quiet, though there was a fair 
demand for building timber and floorings. Wholesale buying 
by inland merchants is restricted owing to the fear of reduced 
prices on January Ist next, when the Russian selling agreement 
terminates. Finnish and Swedish shippers are offering their 
unsold balances at low prices, but there is now little time for 
shipment before the closing of navigation. 
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Chemicals.—Luton reports trade to be fairly busy, but that 
the outlook is not too bright. 


China Clay.—The volume of trade done by West Country 
producers in September was slightly better than in August, and 
there are signs of a definite improvement before the end of the 
year. The American demand in particular is increasing, but is 
still far from normal. 


Pottery.—There is no change in the potteries, and short time 
generally is being worked. The outlook is not bright. 


Paper making and Printing —The Edinburgh paper-making 
trade remains dull, and very few of the mills are on full time. 
Conditions in India and Australia militate against the revival of 
the export trade, and the home branch continues to feel the effect 
of the general industrial depression. On the printing side book 
printing eased off rather suddenly this autumn, but commercial 
printing is better with the Christmas and New Year trade. 


Dominion Reports 
Australia 


From the National Bank of Australasia Limited 


The business depression is unabated. Unemployment is 
still growing, and the difficulties attaching to Government finance 
are becoming more pressing. It is feared that the new taxation 
lately imposed will not balance the budget without further 
economies. The season has proved excellent, with a good wool 
clip, a large and increasing butter output, and a probable wheat 
harvest of 204,000,000 bushels. Unfortunately these beneficial 
results are being largely neutralised by the low level of prices. 


Canada 
From the Imperial Bank of Canada 


News from Canada is conflicting. Our correspondent 
reports by mail that confidence is beginning to return, and that 
it is hoped that the bottom of the depression is being approached, if 
it has not yet been reached. Industrialists have reacted favourably 
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to the recent tariff increases and the leanings towards protection 
evinced by the present Government, but agricultural interests 
complain that the present tariff policy will tend to increase the 
cost of living at a time when world markets for agricultural 
produce are abnormally bad. This feeling will undoubtedly be 
intensified by the further break in wheat prices which occurred 
since the date of our correspondents’ despatch. It will also 
further curtail the buying power of a large section of the com- 
munity—a condition which, as our correspondent states, has a 
direct bearing upon the fortunes of many industries. Thus, 
although inventories are low enough to mean that any improve- 
ment in public demand would quickly stimulate production, it 
appears that the corner has not yet been turned. 


India 


Bombay reports by mail that raw cotton prices were firmer 
towards the end of October, but that trading was disturbed by 
the action of the Congress political party, which led to the 
closing of the market. Untimely rains during the last week of 
October also did some damage to the Berars and Khandesh crop. 
No improvement in sales or imported piece-goods was noticeable. 
Picketing remained severe, and there was a marked absence of 
sales at the new year festival. Demand for home-made cloth, 
however, has expanded. The Rangoon rice market weakened 
during October, owing to reports of good crops in the Far East. 
The timber market remains dull, apart from a slight increase in 
the number of inquiries coming forward. Sales of hardware are 
limited, mainly because of the difficulty experienced by dealers 
over their collections. Stocks are heavy and replacement 
purchases are being strictly limited. 





Irish Free State 





Field-work has been made unduly difficult by the wet 
weather, and a portion of the arable crops has been lost. Root 
crops are below their normal size. Livestock are healthy. There 
is a good demand for cattle, but trade in sheep is slow. It is 
understood that a preliminary survey is being made for the 
extension of the Shannon hydro-electric works. 





367 


Foreign Reports 
France 


From Lloyds & Nattonal Provincial Foreign Bank Limited 


A commission has been appointed to consider a scheme 
for extending air transport ; 230 new aerodromes are proposed, 
raising the total number to 300. The cost is estimated at 
Frs. 860,000,000. The suspension of payment by the Banque 
Adam and the Banque Oustric has had an adverse effect 
upon the Bourse. Prices fell as a result of heavy selling, and 
difficulties occurred at the end of the month settlement. 
Numerous speculators had to find ways of discharging their 
liabilities to their bankers, who naturally demanded additional 
cover in consequence of the depreciation of securities. It 
is still uncertain what will be the total effect of these failures, 
but it is undoubtedly far-reaching. 


Bordeaux. — This year’s vintage is proving definitely 
disappointing, and wine prices have consequently hardened. 
The rosin and turpentine markets are weak, and demand is 
limited to special grades. 


Le Havre.—Coffee prices have eased again on the cessation 
of the Brazilian troubles. Although a slight rally followed, 
demand is limited, and offers plentiful. Cotton prices improved 
during the latter part of October, but have since lost ground. 


Lille—The cotton trade is unsettled, and buyers are 
holding back until there are definite signs of an advance in 
raw cotton prices. Meanwhile local supplies are in excess 
of current demand. The flax market is more active, and there 
is a better tone in the linen yarn trade. Flax buyers, however, 
are still displaying caution. The Soviet and Latvian 
Governments have still to disclose the price of the new crop, 
and spinners are also awaiting the decision of the official 
committee appointed to consider the question of taxing imports 
of Russian flax. Jute spinners have lately obtained fresh orders, 
which will keep them busy at least for the next four months. 


Roubaix.—There has lately been a satisfactory turnover 
in tops, but the noil trade is dull. Still the outlook both for 
top-makers and noil merchants is a little better, and some 
firms are now able to cover their expenses. Wool combers 
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are well occupied on orders accumulated during the stoppage, 
and are likely to remain so for some time. Spinners are finding 
it difficult to get sufficient new orders, as although home trade 
is better, export business is quiet. Weavers are less favourably 
placed. A recent bank failure in the North of France had 
little effect in Roubaix-Tourg¢oing. 

Marseilles —The ground nuts and copra markets have 
become a little more active. Olive oil prices have also improved, 
this being attributed to the appreciation of the peseta, and 
to the damage done to the Smyrna crop by recent floods. 


Belgium 


From Lloyds & National Provincial Foreign Bank Limited 


Brussels —The improvement in the iron and steel industries 
continues, and prices are not expected to remain long at their 
present low levels. An agreement has been reached whereby 
wages will be reduced by § per cent at the end of the year. 
In the coal trade, there has been a slight seasonal improvement 
in the house coal section, but the general situation remains 
critical. Output in the glass industry is 25 per cent of normal 
capacity, but orders on hand represent double this rate of 
production and so stocks are being reduced. The formation 
of the Union des Verreries Mécaniques has had a steadying 
effect upon prices. Business on the Bourse is still largely 
confined to Government securities, and other markets have 
been weak. 

Antwerp.—Coflee prices are firmer and stocks are being 
reduced on the Bourse. Government issues remain firm, 
but prices elsewhere have fallen. 


Germany 


From the Bank of British West Africa Limited 


Exports for October amounted to RM. 1,073 millions 
an increase of RM. 72 millions over the preceding month. 
Imports advanced to RM. 833 millions. The improvement 
is again almost wholly due to increased exports of finished 
goods. On the Bourse prices have remained depressed, partially 
in consequence of sales of German Industrials on behalf of 
American Investment Trusts. The “ Berliner Tageblatt ” share 
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index figure was 86-9 per cent on 14th November, as against 
88-9 per cent on 31st October. Rates on the money market 
have hardened, in consequence of the withdrawals of French 
loans. The number of unemployed reached 3,253,000 on 
31st October. During the first 10 months of the year there 
were 9,761 bankrupicies and 6,105 compositions with creditors, 
as against 8,209 bankruptcies and 4,087 compromises during 
the same period of 1929. 


Holland 


Signs that the world trade depression is beginning to affect 
Dutch industries are now becoming apparent. Many firms are 
taking steps to share out among their staff the quantity of work 
available, so as to obviate dismissals, but even so unemployment 
has increased. Company reports too now reflect the depression. 
Thus the directors of Philips’ electric lamp works have announced 
that a lower dividend must be expected during the current year, 
while the Royal Dutch authorities are less optimistic than usual. 
The ease now prevalent on the money market, and the absence 
of new capital issues also testify to the severity of the trade 
depression, while the rapid success of the recent Dutch East 
Indies, 44 per cent loan, issued at 973, points to the quantity of 
money in search of employment. Revenue keeps up well, but 
this is only to be expected, as so far assessments relate to profits 
earned before the depression. 


Norway 


The defeat of the labour and communist parties at the general 
election held last October was reflected in a general improvement 
on the Oslo Stock Exchange, and prices of Government stocks 
further advanced on the reduction of the Norges Bank’s discount 
rate from 4} to 4 per cent on November 7th. The timber market 
remains very quiet. 


Sweden 


Timber prices have weakened as the result of Russian sales 
to England, and shipments are below normal. In fact, shipments 
to mid-November only totalled 940,000 standards for the year, 
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as against 1,050,000 standards for the corresponding part of 1929. 
The wood pulp market has become firmer as the result of the 
agreement reached between practically all sulphite exporting 
countries to reduce production as from October Ist. Iron prices 
have become more stable, though the uncertainty as to the future 
of the continental steel cartel is a disturbing factor. The freight 
market remains weak, and tonnage now laid up has risen to the 
large amount of 108,000 tons. 


Denmark 


The reduction in the National Bank’s discount rate from 
4 to 34 per cent, announced on November 12th, is generally 
regarded as being intended to stimulate trade, especially as the 
rate for loans against gilt-edged bonds was left unchanged 
at 4 per cent, while that on loans against shares was simultaneously 
raised from 4 to 44 per cent. The private joint stock banks 
have lowered their loan rates by 4 per cent. In the produce 
markets, butter after a temporary rally has again fallen in price. 
Bacon prices are steadier, but the existence of large stocks 
imposes caution, and renders any advance in prices out of the 
question. 


Switzerland 


From Lloyds & National Provincial Foreign Bank Limited 


Despite certain unfavourable features, including a contrac- 
tion in exports, increased foreign competition in the home 
market, and unemployment in the textile industries, there is a 
general impression that Switzerland is largely escaping the world 
trade depression. The building trade is particularly active, 
manufacturers of electrical and steam plant are fairly well 
occupied, and the large quantity of money available in the 
country, though in one sense a reflection of the general trade 
depression, is helping to maintain internal activity. On the 
other hand, the chocolate industry is affected by the decrease 
in its exports, the aniline industry is suffering from the crisis in 
the textile trades, and there has lately been a set-back in the 
metal and machinery trades. Output in the watch trade has 
also fallen by 30 per cent as compared with a year ago. 
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Spain 

Following the visit of the Spanish financial commission to 
this country, a favourable impression was produced by the export 
of gold from Spain. Consequently the peseta appreciated 
steadily up to the middle of November, when news of labour 
troubles in many parts of the country revealed the extreme 
Sensitiveness to political unrest of an unstabilised exchange. 
The increase of 250 million pesetas in the note circulation since 
the end of September is being anxiously watched, and it is hoped 
that a contraction will follow after the usual autumn demand for 
currency by agriculture has been satisfied. A decrease of 5 per 
cent in the expenditure of all State Departments is foreshadowed 
by the Government in the next budget. The cotton, hemp, and 
paper industries have recently been decontrolled, and manu- 
facturers are now at liberty to instal new machinery, or to modify 
old plant. In the produce markets better prices are anticipated 
for wines, in view of a reduction of 50 per cent in the grape harvest 
and for olives on account of the smallness and poor quality of 
this year’s crop. Otherwise prices remain low. 


Morocco 
From the Bank of British West Africa Limited 


The autumn rains have been delayed this year, and as a rule 
only loose soils have so far been sow.:. It must be remembered, 
however, that when rains are late, they are often copious and 
well distributed. Prices of eggs and barley have hardened, but 
conditions generally remain depressed. Still failures are not 
numerous, and bills are as a rule being promptly paid. The 
building and allied trades are brisk, and there is a better demand 
for Manchester goods. 


The United States 


It is clear now that no improvement in the trade situation is 
imminent and that the winter will be a hard one. The liquida- 
tion of securities continues, and call money remains easy at an 
official rate of 2 per cent. During October there was a net 
reduction of 12 in the number of blast furnaces at work, 
and the daily average output of pig iron fell from 75,890 in 
September to 69,831 tons in October. Steel production is 
also declining, but there is a better tone in the textile trades with 
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sales in excess of production. Home demand for non-ferrous 
metals is on the whole limited, and sugar prices remain weak in 
the absence of any restriction agreement between West Indian and 
Far Eastern products. Owing to the failure of several brokerage 
houses, insolvencies, which numbered 2,124 with total liabilities 
of $56,296,000, were in October exceptionally heavy. Bank 
failures reported during the following month confirm ‘the view 
that the end of the depression is hardly yet in sight. 


South America 
From the Bank of London & South America, Limited 


Buenos Aires——The political situation is quiet, and the 
Government is making steady progress in the directions of 
re-organisation and economy. It is proposed to curtail the 
1931 Budget by $100,000,000 paper. The wheat crop is 
so far proving of excellent quality, and the yield may be above 
the average. Linseed is everywhere of good quality, and 
the crop should prove a heavy one. 

Monte Video—The cattle market is active. Supplies 
are good, and prices firm. The new wool clip is now beginning 
to arrive, but the market is not yet in full swing, and prices 
are weak. Weather conditions remain favourable. 

Rio de Fanetro—Normal trading conditions are now being 
re-established, but further extensions have been granted by 
decree is respect of bills fali:g due up to the end of November, 
and such bills need not now be met until after the end of the 


year. 





Valparaiso.—Business is quiet, and the exchange remains 
steady. The harvest outlook is favourable. 

Bogota.—Coffee sales have improved slightly, and agri- 
cultural prospects have also been improved by good October 
rains. 


Japan 

The excess of imports over exports up to the end of 
October amounted to Yen 115,000,000. Gold shipments up 
to the same date totalled Yen 288,000,000. Steps are being 
taken through the Industrial Bank of Japan to give better 
financial facilities to trade. A better tone is evident in the raw 
silk market and among cotton spinners. The production of 
printing papers is to be curtailed by 35 per cent. 
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Statistics 
Banking 
1. BANK OF ENGLAND 





Issue Department. Banking Depariment. 














Date. Sees 
Gold Notes in | Reserve and | Bankers’ Govt. Discounts 
“* circulation.’ Proportion. | Deposits. | Securities. & Advances 
esis CT, ‘i Per _. eT 
1929. £mn. | £mn. | £mn.' cent £ mn £ mn. £ mn. 
Nov. 20 | 132-1 | 355-1 || 37-7| 33-5 | 58-5 | 625 8-1 
} | | | 
1930. | a | | 
Oct. 29 | 159-5 355-6 65:0 | 582) 55:7 | 37-7 4-2 
Nov. 5 | 160-4 | 356°5 || 65-1 | 59-4 55-5 35-1 4-5 
Nov. 12 158-9 | 355-4 || 64-7 | 58-5 60-3 36°7 4-3 
Nov.19 :|| 157-9 | 353-7 || 65-2 | 59-1 | 59-5 33-4 4-4 
L aa , ee Leet ee - 
2. TEN CLEARING BANKS 
De- Accepi- Call Invest- Ad- 
Date. posits. | ances. Cash.* | Money. Bills. ments. vances. 
1929. mn. | mn mn. | {rr £mn. | {mn. | £ mn. 
October 1,802°5 203-2 248-3 | 149-8 229-3 255-0 990-0 
1930. i | 
May | 1,779°8 | 144-1 239-6 139-3 248-0 | 246-6 972-4 
June } 1,829-4 | 130-0 251°2 145-7 273°3 248-0 977-1 
July - | 1,830°9 | 124-5 243-2 145-3 286-4 255-8 966-7 
August. ‘ i 1,803-8 121-7 236-0 137°2 281-2 265-4 950-7 
September . | 1,800-7 |} 117-8 253°0 | 136-2 285-7 270-1 941-9 
October . | 1,827-7 | 116-4 239°7 | 145-2 297°9 272-1 938-8 
| | 


3. 


LLOYDS BANK. 
BALANCES TO TOTAL DEPOSITS 


Ratio. 


io) 


Onn 
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as 


* Includes balances with other banks and cheques in course of collection. 


RATIO OF CURRENT ACCOUNT CREDIT 
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February 
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April 
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October 
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December 


Ratio. 
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Money, Exchanges and Public Finance 





1. LONDON AND NEW YORK MONEY RATES 




















= _Lonpon. “New | York. 
Date. Bank 3 Months’ | Day-to- _Re- 90 Days Call 
Rate. ciscount | _ day discount | Bank ac- | Money. 
Rate. Loans. Rate. ceptances. 
1929. Per cent. | Per cent. | Per cent. | Per cent. Per cent. | Per cent. 
Nov. 20 ye 6 ix 5—6 4 5 
1930. 
Oct. 29 3 2 1}—2 24 2 2 
Nov. 5 3 2a 2—24 2+ 2 2 
Nov. 12 3 243—* 2—3 24 2 2 
Nov. 19 3 2%—t 13}—2} 24 2 2 
2. FOREIGN EXCHANGES 
1930. 
London p _ : 
on _ 20. Oct. 29. | Nov. 5. | Nov. 12. | Nov. 19, 
New York .. $4-866 4-874% 4-853 4-853} 4-852 4-853 
Montreal ..| $4-866 493i |  4-85% 4-85 4-858 | 4-85 
Paris .. .. || Fr, 124-21 || 123-88 || 123-83 123-68} 123-66 123-66 
Berlin ..| Mk. 20-43 || 20-39 20-38} 20-384 20-383 20°37} 
Amsterdam ..| Fl. 12-11 12-08% 12-064 12-064 12-07 12-07 
Brussels - Bel. 35 34-864 34-85 34-83 34-824 34°82} 
Milan o-|| Li. 92°46 93-144 92-80 92-81 92-79 92-75 
Berne. . -+| Fr. 25-224 || 25-134 25-02} 25-03 25-033 25-052 
Stockholm ..| Kr. 18-16 18-144 18-10} 18-103 18-11 18-09} 
Madrid .. | Ptas. 25°223|| 35-03 43-974 43-154 41-96} 43-50 
Vienna ..| Sch 34-584 | 34-67} 34-454 34-464 34:4 34-50 
Prague .| Kr. 164-25 | 1644 16343 163} 16343 16343 
Buenos Aires 47-62d. 46 38% 38% 38 fh 384 
Rio de Janeiro 5-89d. 5 4i* 5 435 ty 
Valparaiso .. Pes. 40 39°55 39: 97 39-96 39-97 39°79 
Bombay ini 18d. 17 1723 1733 1723 17? 
Hong Kong .. —d. } 21 15g 1543 15} 15 i 
Shanghai... —d. || 2795 19% 193 19} 194; 
* Nominal 
3. PUBLIC REVENUE AND EXPENDIT URE 
To To | To To 
—_— Nov. 15. | Nov. 16, | oi Nov. 15,| Nov. 16, 
Revenue. 1930. > 1929. Expenditure. “1930. | | 1929, 
Income Tax «| 72-0 69-0 Nat. Debt Service --| 184-0 96-4 
Sur-Tax .. eo} 15°5 13:2 , Local Taxation a/c 
Estate Duties --| S10 49-9 payments - 5°2 
Stamps en ad ae 14-4 Northern Ireland payments 3°3 2-8 
Customs .. «| T63 77:0 | Other Cons. Fund Services 16 2:2 
Excise iia --| 76°0 78-5 Supply Services .. ~o| 263°5 218-6 
Tax Revenue .+| 303-0 303-9 || Ordinary Expenditure ..| 452-4 425-2 
Non-Tax Revenue. . 66-7 51-4 Sinking Fund “ col a 26-2 
Ordinary Revenue 369-7 355°3 | Self-Balancing 
Self-Balancing Expenditure; 42-7 42-2 


Revenue! 42:7 42:2 | 
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Trade 
- 1, PRODUCTION 
Date. Coal.* Pig-iron Steel 
— 1929. Tons mn. Tons thou. Tons thou. 
October as 6-2 | 689 890 
1930. 
May , 4-9 615 692 
June 4-1 563 600 
July 4-2 486 621 
August .. 4-2 417 451 
September 4-6 425 581 
October ., 4-7 415 513 
AeamecitaceiR ies i, * Average weekly figures for month. 
2. IMPORTS a ; 
Raw Manufactured 
Date. Food. Matcrials. Goods. Total. 
1929. £ mn. £ man. £ mn. £ mn. 
October - 61-2 27°3 30-2 110-2 
1930. 
May .. a ~ 39°6 23-1 27-7 91-0 
June .. 37°6 20-4 24°5 83-4 
July .. 39-2 19-1 26-0 85-2 
August 37-1 17-5 24-2 79-9 
September .. 36-7 16-5 24-6 78-7 
October 44-1 18-1 27-7 90-9 
_ 8 EXPORTS 
Raw Manufactured 
Date Food Materials. Goods. Total 
1929. £ mn. £ mn. £ £ mn. 
October es 5-4 7-1 60-3 64-6 
1930. 
May .. 3-8 5:8 39-8 51-0 
June.. 3-2 4-7 33°8 42-8 
July .. 4-4 5-2 39-7 50-7 
August 4-0 4-4 33-1 42-8 
September . 4-2 5-0 32-1 42-7 
October 4-4 5*3 35:9 46:9 
4 ‘UNEMPLOYMENT 
Date. 1925. 1926. 1927. 1928. 1929. 1930. 
Per cent. | Percent. | Percent. | Percent. _ Percent. Per cent. 
End of— 
January 11-5 11-0 12-0 10-7 12-2 12-6 
February 11+3 10-4 10-9 10-4 12-2 13-1 
March 1l-1 3-8 9-8 9-5 10-1 14-0 
April 10-9 9-1 9-4 9-5 9-9 146 
ay 10-9 14-3 8:7 9-8 9-9 15°3 
June 11-9 14-6 8-8 10-7 9-8 15-4 
July 11-2 14°4 9-2 11°6 9-9 16-7 
August np 12-1 14-0 9-3 11-6 10-1 17-1 
September .. 12-0 13*7 9-3 11-4 10-0 17-6 
October : 11-4 13°6 9-5 11-8 10-4 18-7 
November .. 11-0 13-5 9-9 12-1 11-0 
December .. 10-4 11-9 9-8 11-2 11-1 





Percentage of Insured Workers. 
Figures officially revised as from June, 1930. 
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Prices 
1. WHOLESALE PRICES (average for month) 
Tl 
I Index Number (1928-9 average = 100). 
Date. | | 
| UK. U.S.A | France. Italy. | Germany. 
| | | 
1929. ; | 
October | 97-7 | 97:0 | 958 | 954 | 99-1 
1930, 
May.. ‘ 86-8 91-3 88-4 86-1 | 906 
June.. 84-9 89-0 87-4 84-6 89-8 
July .. 83-8 86-1 | 86-8 82-3 90-2 
August... | 82-4 85-7 87-4 82-5 89-9 
September .. 80-4 85-8 86-2 81:6 89-0 
October .. __s._|| 784 851 | 83-5 79:2 86:5 
October, 4th week. . | 78-5 | 84-9 83-0 78-4 | 87-0 
November, lst week | 784 | 847 82-4 | 784 | 87-1 
November, 2nd week - | 2S | 84-7 | §82-6 | 78-0 86-8 
November, 3rd week | 32 | 82 | _ | 775 | 866 


| | 





Sources: U.K., “ Financial Times’’; U.S.A., Irving Fisher; France, Statistique 
Générale ; Italy, Italian Chamber of Commerce; Germany, Statistische, Reich- 











samt. 
2. RETAIL PRICES (end of month) 
Rent | Fuel | Other All 
Date. Food. | (including | Clothing. and §|_ items items 
| fates). | Light. | included. | included. 

| | 

1929. 
October ee 59 52 | 116 75 80 67 

1930 | | | 
May .. as 38 53 | 110—115 | 70 80 54 
June .. ae 41 53 | 1L0—115 70 75 55 
July .. ne 44 53 | 110 70 75 57 
August ue ae 53 | 110 70 75 57 
September... 43 53 | 105—110 | 70—75 75 56 
October bi 44 53 | 105—110 | 70—75 75 57 





The figures represent the percentage increase above July, 1914, which is equal to 100. 
3. COMMODITY PRICES (average for month) 


| | | | 
Not’ Cotton, Wool, | PigIron, | Tin, Rubber, 








Date. N. American 64’s_ | Cleveland | Standard | Plantation 
Manitoba. Middling. tops avge. No.3. | Cash. Sheet. 
| | | | } 
1929. | Per qr. Per Ib. Per lb. | Perton.| Per ton. Per Ib. 
5 ae 4, d. d. | @ ¢@ d. 
October | 66 11 10-16 34) | 72 6 | «+1908 | 
i | | | 
1930. 
May .. | 4 8-55 28 67 6 1444 6§ 
June .. 43 5 7°93 27 | 67 6 136% 6 
July .. 40 0 7-56 | 67 6 134% 5 
August we 39 °«9 6-92 27} 65 1 1354 4a 
September ..| 34 53 6-22 27 | 63 6 1324, Hf 
October wa 2 FF 5-81 244 63 6 17y | 3 

















Lloyds Bank Limited 





This Bank was established in 1765, and incorporated as a Joint 

Stock Company in 1865. It has over 1,900 Offices in England and 

Wales and others in India and Burma. It also has Correspondents 

and Agents throughout the British Isles, to whom credits can be 
paid by its Customers and others for transmission. 





COLONIAL & FOREIGN DEPARTMENTS : 
80 GRACECHURCH STREET, E.C.3 
6 PALL MALL, S.W.1 
and at 


BIRMINGHAM, BRADFORD, LIVERPOOL, MANCHESTER and 
NEW CASTLE-ON-TYNE 


Every description of Overseas Business undertaken. 





EASTERN DEPARTMENT : 39 THREADNEEDLE STREET, E.C.2 


OFFICES IN INDIA AND BURMA—Bombay, Calcutta (Clive Street and Chowringhee), 
Karachi, Rangoon, Delhi, New Delhi, Lahore, Amritsar, Simla, Rawal Pindi, 
Murree, Srinagar (Kashmir), Gulmarg. 





TRUSTEE DEPARTMENT: 39 THREADNEEDLE STREET, E.C.2 


THE BANK is prepared, in approved cases, to act as EXECUTOR and TRUSTEE 
OF WILLS, TRUSTEE OF SETTLEMENTS, TRUSTEE OF DEBENTURE STOCK 
ISSUES, etc. Particulars of the terms can be obtained from any of the Offices. 
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